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and professional students should assume moderately greater 
responsibility for their educations than undergraduate students; and 
financial incentives for public service should build on existing 
mechanisms. Eleven guidelines that guided the Commission in making 
recommendations to the legislature are included. In addition, all 
recommendations in the Commission's April 1982 report are listed, and 
jtheir current status is summarized. The 1982 report is entitled 
"Student Charges, Student Financial Aid and Access to Postsecondary 
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INTRODUCTION 



In March 1982, through Assembly Concurrent Resolution 81, the 
Legislature asked the California Postsecondary Education Commission 
to study "the impact of student "charges on accesfc to public post- 
secondary education." In* April, the Commission responded in its 
report, Student Charg^s^ Student Financial Aid, and Access to 
Postsecondary Education . TI^ ^report contained ten recommendations 
addressing both the Legislature's overarching concern with access, 
and four topics specified in ACR 81: (1) the appropriate relation- 
ship between individual and public levels of support, (2) the costs 
of operations appropriately borne by students, (3) the impact of 
student charges on Master Plan missions, and (4) the appropriate 
distribution of student financial aid. (Appendix A below reproduces 
those ten recommendations. ) * 

During the 1982 legislative session, those recommendations were 
widely discussed. Many were adopted in whole or in part and imple- 
mented by the Legislature. However, that report could not resolve 
all legislative concerns about student charges^ and in June, through 
the Supplemental Language to the 1982-83 Budget Act reproduced on 
the back cover of this report, the Legislature requested that these 
concerns be examined further. This present report, "Phase II" of 
the ACR 81 study, together with the four Commission staff papers 
listed in Appendix B, constitute the Commission's response to this 
most recent legislative directive. And the April report is, insep- 
arable from this response. \The present recommendations complement 
and supplement those of tile- April report, and neither report can be 
considered in isolation from the other. Together, the two reports 
form a single examination of State policy for access and quality. 
Except where the Commission explicitly rejects or modifies one of 
its original recommendations, they should be considered Commission 
policy reaffirmed in this report. 

As directed by the Legislature, the Commission has relied on sub- 
stantially the same advisory structure for ,this Phase II study as 
it did originallyr an advisory committee broadly representative of 
students, faculty, and administrators from the three public segments 
and the independent sector and of the Legislative Analyst, Depart- 
ment of Finance, and the Student Aid Commission. The members of 
this committee are listed in Appendix C. The individual committee 
members devoted extensile time and effort to the study, as did the 
organizations that they represented. The Commission's indebtedness 
to them is very great indeed. 

The major objective of this advisory process was neither consensus 
for, nor approval of, the recommendations contained in this report. 
The Commission sought and obtained candid and detailed discussion 
of the issues to inform consideration of them in the Legislature. 
Agreement on these recommendations by students, faculty, and admin- 



istra^ors^ in all segments would be desirable, of course, but the 
issues addressed here are ones about which reasonable people can 
differ. 



The Commission's April report addressed .-its major recommendation tg 
the Legislature. In contrast, the major thrust of this Phase II 
report is on the responsibilities of the segmental governing boards* 
The State and "the segments share responsibility for quality and 
access. The segments propose and the State disposes, particularly 
during the budgetary process. A single, ^xplicit policy framework 
within which proposals and dispositions "are made is essential. 
Differences among the segments in the authority and responsibilities < 
of their governing boards must be recognized, of course. The 
University Regents, for example, doubtless have much of the author-* 
ity over the use of student charges that this report urges* The 
State Univejjsity Trustees may have to -obtain th is authority from 
the Legislature. Comparable responsibilities aitd, authority of the 
Community Colleges Board of Governors are not, for the most part, 
considered in this report,. Regardless of these differences, the s 
segmental governing boards* vital roles in assuring access and 
quality cannot be overemphasized. Access and quality will be key 
issues during the coming decade, and the governing boards must 
exercise both authority and responsibility to maintain them. 

As in the original report, the Commission assumes that the goals 
and principles of the Master Plan and the current" admission stan- 
dards and programmatic functions of the three public segments will 
be continued. As in that report, our fiscal assumptions remain 
more pessimistic than optimistic. Indeed, budgetary uncertainties > 
are probably greater now than they^ were in April, for the Commis- 
sion on State Finance indicates that, a deficit of nearly one billion 
dollars in the current year's budget is a. distinct possibility. 
The Commission shares the hopes of all that the national and State 
economies will stage an early recovery and that California may 
return to less urgent concern about the danger of budget reductions 
to access and excellence. But recommendations cannot be based 
solely on these hopes. The Commission considers its recommendations 
to be realistic in the present fiscal context, even though it is 
not so pessimistic as to assume that these almost unprecedented 
problems wall continue indefinitely. These recommendations are 
intended to frame policies which are as applicable to times of 
financial plenty as they are to these times of financial scarcity. 



Part One of this report establishes the context for the Commission's 
response to the Legislature's request. Part Two deals with the 
uses and levels of student charges and offers four recommendations 
on the use of student charge revenues and on the levels of graduate 
and professional student charges. Part Three discusses student 
financial aid, and its two recommendations reaffirm the direct and 
critical relationships among student charges, financial aid, and 
access. Part Four concludes the report by considering its recommen- 
dations in the context of instituting new State policies for new , 
conditions. 
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PART ONE 

SHARING RESPONSIBILITY FOR THE FUTURE: 
A REAFFIRMATION 

V 

Phase II of the ACR 81 study is the second of two steps in which 
the Legislature, the segments, and the Commission have joined to 
assure that access and quality in California postsecondary> education 
are maintained in times of State financial stress* In its response 
to ACR 81 last April, the Commission examined in detail the State's 
goals of access and excellence for postsecondary education. It 
found that California has been remarkably successful in maintaining 
a balanced commitment to both goals. At the same time, it expressed 
serious concern that this commitment may erode as reduced State 
revenues threaten the maintenance of historic levels of State 
support for its public colleges and universities* The Commission 
found that all options for easing the threat would require difficult 
policy tradeoffs between accessA and quality as well as departures 
from the practices of the, past two decades. Despite its hope that 
^State revenues would improve, the Commission concluded that "if, as 
now seems apparent, limited State resources cannot serve the public 
interest fully, a new pattern /of State policy and support must be 
found that recognizes the collateral priorities of access and 
excellence 11 (1982, p. 7)- J 

In this part of the report, the Conpission first considers the 
compTex process of instituting new State policies for new condi- 
tions* It next relates the recommendations of Phase I to those of 
Phase II and then restates the principles of Phase I and suggests 
five new principles- 



NEW POLICIES FOR STATE SUPPORT 



The Commission 1 s ten major recommendations in its April report 
suggested an outline of new State policy and support patterns- The 
specification and development of this policy in Phase II has proven 
difficult for several reasons: 

• First, the reality of existing policies — indeed of all policies 
— is in firmly held habits of thinking and acting, not in words* 
Moreover, in California postsecondary. education, these habits 
are very often segment^lljr^distinct. Proposals for new State 
policy-^nust assume th^task^of modifying three existing patterns 
of thought and acti<Hi, no£/just °& e - 

/ 

' / 



• Second, to add to this complexity, existing segmental procedures 
and habits of thought originally arose as rational responses to 
real past needs. Although the passage of time and changed^ n 
conditions — particularly enrollment change anil financial strin- 
gency^-may have rendered them no longer effective, their honor- 
able origins naturally make them hard for .tlieir adherants to 
abandon* 

• Third, instituting new State policies to respond to expected, 
projected, or probable circumstances rather than to past events 
presents inherent difficulties. Colleges and universities , like 

- all organizations, are better able to react to the immediate 
actuality of stress than they are to anticipate even imminent 
disaster. The danger is that reaction in Capitol corridors 
during the closing days of the State budgetary process is un- 
likely to promote more than an immediate dollar tradeoff in a 
single segment. The State's interest in intersegmental response 
to stress may easily b6 overlooked. 

That change is possible at all under these circumstances is remark- 
able. Four factors appear responsible for thd acceptance of the 
major changes proposed in Phase I: (1) the context of the 1982-83 
State budgetary process impressed all concerned with the seriousness 
of State revenue constraints, (2) negotiation of very real tradeoffs 
were underway at the same time that they were under discussion 
during Pha'se I, and (3) for the most part, the changes recommended 
overarched and included, rather than replaced, existing segmental 
policies and procedures. A possible fourth factor was the broad 
intersegmental view of their activities that was shared by members 
of the advisory committee and subsequently recognized by the Legis- 
lature. All of the parties to the discussion acknowledged that 
their individual interests would best be served by dealing with 
their common problems in an open, constructive manner. Although 
change is difficult, it is not impossible. 

The recommended policy changes in this and our earlier report^ are 
founded on the State's three majop goals far postsecondary education 
(Commission, 1981, p. 4): 

Access : Sufficient institutions, faculty, and programs to 
allow every qualified Qalifornia resident to participate in 
the type op undergraduate education beyond high school for 
which he or She is qualified, -without restrictions because 
of sex, etimifiity; socioeconomic level, or cultural back- 
ground. « 

Excellence : Institutions and programs th£t provide instruc- 
tion, research, and public service for California and its 
residents that are commensurate with the needs of the 
people of the State and are at least equal to or better 
than those provided by any other state. • * 
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- Responsibility : Fiscal and programmatic management that 
encourages individual, institutional, segmental, and State 
accountability and initiative* in order to facilitate access 
and promote excellence. 

We must emphasize the limits of change in preservation of these 
historic goals. California's colleges and universities are, and 
have been, bending to the heavy winds of State fiscal stringency. 
State and segmental policies that accept higher student charges to 
maintain access and .<> quality are evidence of substantial change. 
But neither our Phase I recommendations nor those in this present 
report can reach the extraordinarily great problems that would 
ensue if 0 the State's economic difficulties reach hurricane propor- 
tions. At some point, a significant reduction in State General 
Fund support would break historical relationships among funding, 
access and quality and force systemic change.^ We cannot predict 
what might ^emerge from the debris, but any new system wogl£ almost 
by necessity entail limitation and modification of the present 
broad goals. We urge that the Governor and Legislature do every- 
thing possible to avoid this contingency. ""Narrowing California's 
commitment to access and quality would be no les's than a disaster. ^ 



FROM PHASE I TO PHASE II 

All ten of the Commission's Phase I recommendations, together with 
comments on legislative and other disposition of them, appear in 
Appendix A, but those recommendations that have given ris^e to the 
Phase II study and are most relevant to it warrant emphasis here. 
They can be summarized under four general headings: (1) new State 
funding policies, (2) appropriate relationships between individual 
ind public support, (3) distribution of studec(^ financial aid, and 
) use <5t student charge revenues. 




New State Funding Policies 

The major thrust of th£ Commissions April report "was recognition 
of the importance of maintaining low student charges despite the 
likelihood of deteriorating State revenues that appeared to make 
increased charges inevitable (Recommendation 1). The Commission, 
proposed in Recommendation 2 that access and excellence could be 
best maintained by a combination of moderate and predictable in-, 
creases in charges and providing sufficient State-funded financial' 
aid. The Legislature agreed in Supplemental Language to the 1982-83 
Budget Act: 
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Budget reductions will require that a choice be made 
among curtailing enrollments, inhibiting the ability of 
[the] state to provide the conditions under which quality 
can be fostejcpd, or raising student charges. In order to 
maintain the state's commitment to access and quality, 
4 the only realistic option is to raise fees -if sufficient 
* financial aid to offset the fee increases for students 
with financial need is provided . . . (Item 6440-001-001, 
subitem 11) . ^ 

These first two recommendations of the earlier report remain the 
guidlSg theme for the present one. Informed choices among equally 
desirable objectives will be needed in Order to alleviate threats 
to access and quality. Realistically, the Commission, the Legisla- 
ture^, and the segments must ask which option can cause the least 
harm to the posts econdary system. This unpleasant question looms 
large in the discussion in Part Two below of current restrictions 
on the use of revenues from categorical student charges. 

Appropriate Relationships Between Individual and Public Support 

In April, the Commission's review of student charges found that 
reasonable relationships between State and student support had 
existed prior to 1980-81, but that reductions since 1980-81 in 
University and State University budgets were adopted with the 
expectation (since realized) that the segments would increase 
student charges to offset these General Fund reductions. The 
Commission listed a number of far-reaching and serious defects 
typical of fragmented, ad hoc decisions that stem from short-term 
budgetary considerations. 

The Commission's major* recommendations ba$ed on these findings 
(Nos. 3 and 4) were that explicit State policies' be established for 
setting and adjusting student sCharges in the University and State 
University. The Legislature concurred with these recommendations 
in Items 6440-001-001 (12) and 6610-401^001 (11) of its- 1982-83 
Supplemental Budget Report. The Legislature's action is critical 
to the Commission' S proposals in Part Two of the present report 
Fegaxrding uses of revenues from student charges, for it sets a firm 
ceiling on student charges based on a percentage of total State 
app rop ria tions . 

The Legislature^id not ^adopt the Commission's April recommendation 
for policies tttat would require graduate students to pay higher 
charges than undergraduates (No. 4.3). Instead, it directed both 
the Commission and phe University to report further on this issue, 
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and the Commission's response and recommendations are found in Part 
Two below. ^ 

The Commission' s major recommendation with respect to Community 
Colleges was that the State "establish explicit policies to assure 
a combination of State and student support of Community Colleges 
programs that, to the extent possible, continue existing no charge 
practices for students enrolled in courses and programs that have 
greatest State priority." The Commission also made two specific 
recommendations with regard to Community College support (Nos. 5 
and 6) for 1982-83. The first proposed the adoption of a contin- 
gency fee plan by the Board of Governors and the second advocated 
savings through course reclassification and offsets against district 
reserves. Disposition of these two recommendations is outlined in 
Appendix A, but the implications for access and quality of the 
contingency plan for mandatory fees to be adopted by the Board of 
Governors of the California Community Colleges on December 10, 
1982, cannot be reviewed in this present report. oThey will be the 
subject of a separate Commission report to the Governor and Legis- 
lature early in 1983. 

Distribution of Student Financial Aid 

The Commission made two recommendations in its April report that 
gave explicit recognition to the interdependence of student charges 
and financial aid. One (No. 7) proposed that the State formally 
assume responsibility for financial assistance to offset increases 
in student charges. The second (No. 8) made specific proposals for 
implementing this policy in the 1982-83 State Budget. .. 

The Legislature concurred with the principles expressed in these 
recommendations*, although its actions reflected its inability to 
implement these fully in a time of financial crisis. The Legisla- 
ture also agreed "it should be the long-term policy that the state 
assume responsibility for funding financial aid currently provided 
by .student fee revenues" (1982-83 Supplemental Budget Report, Item 
6440-001-001, subitem 15). 

The Legislature asked th^, Commission for further study of "the 
level of additional financial aid required to maintain student 
access at various levels of student charges and . . . any addition- 
al issues recommended for further study from the ACR 81 study" 
(Item 6420-001-001, subitem 1). The Commission's two recommenda- 
tions in Pa^t Three below seek to respond to this charge in light' 
of both legislative adoption of its Phase I recommendations and the 
continuing uncertainties of federal policy regarding financial aid. 



Use of Student Charge Revenues 



Finally, in its April report, the Commission stated its finding 
that the level of student charges was more critical to assuring 
access than the use of these revenues. It asked the Legislature 
that it be allowed to defer further comments on the appropriate 
uses of student fee revenues ^pending further study (Recommendation 
9), and the Legislature concurred. 

The present report reaffirms the Commission's earlier finding, but 
it qualifies it by expressing concern that continuing the restric- 
tions of existing categorical student charges in the University and 
State University may limit management flexibility, skew institution- 
al priorities, and possibly endanger bbth access and quality. The 
Legislature has taken the first step toward maintaining access and 
quality during times of financial stress by stating its intent tjiat 
!, fee increases should be gradual, moderate, and predictable and 
that in order to keep f ees as low as possible the state should 
continue to bear primary responsibility for the cost of providing 
postsecondary education" (1982-83 Supplemental Budget Report, Item 
6440-001-001, subitem 11; and Item 6610-001-001, subitem 10). The 
Commission believes that implementation of its recommendations on 
categorical student fees in Part Two of this report .will be the 
major second step. 



PRINCIPLES OF PHASE I AND PHASE II 



In responding to ACR 81 last April, the Commission relied on six 
principles or guidelines for its* recommendations. The basic premise 
of these principles was that, in times of State economic diffi- 
culty, historical levels of access and educational excellence could 
be maintained and fostered only if State policy explicitly stated . 
expectations of how the State and students would share in support 
of postsecondary education. We hereby reaffirm these six guidelines 
(1982, pp. 11-12): 

1. The State's and the students 1 shares in the cost ) of 
providing postsecondary education should be explicit- 
ly identified. ^ 

2. The State should bear the primary responsibility for 
the cost of providing postseqondary education, and * 
student charges should remain as low as possible. 
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3. The State should assure that financial assistance is 
available for eligible students with demonstrated 
financial need. When student charges in public 
postsecondary education are raised, sufficient Student 
financial aid must be provided to permit attendance 
of students who cannot afford the increase. 

4. Student charges and financial aid policies should 
permit students to choose public educational institu- 
tions most appropriate to their abilities and goals. 

^ Price should not become the decisive factor in stu- 
dents', choices among public colleges and universities. 
J , The State should continue to suppdrt student financial 

aid policies which provide access to and reasonable 
choice among many types of postsecondary institutions, 
including public and independent, for qualified 
students with demonstrated need. 

5. State policy should provide an equitable and consis- 
tent procedure for establishing and adjusting student 
charges. Such policy should take into account the 

* relationship among levels of charges in the three 
public segments and the influence of those levels on 
student enrollment patterns. It should also assure 
that increases are gradual and moderate, ^nd predict- 
able within reasonable ranges, in order to avoid dis- 
rupting ongoing institutional programs and student 
expectations. 

6. The State should adopt policies providing for greater 
consistency in the public subsidy for Community 
College course offerings and restrict priority for 

* State subsidy to those courses that offer clear 
public benefits in addition to individual benefits. 
No general charge should be implemented for the 
Community Colleges until the effects of these policies 
are known. 

Based on these guidelines, in April the Commission recommended 
State policies that would continue the State's commitment to access 
and excellence despite fiscal stringency by (1) recogni2ing that 
the most equitable student charges policies are not necessarily no 
charges or low charges when student financial aid is available, and 
(2) explicitly relating students' share of the cost of education to 
the State's larger share. 

During the Legislature's consideration of the Phase I report, as 
well as the Commission's deliberations and- those of the advisory 
committee in Phase II, it has become evident that response to the 
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most recent legislative requests requires five additional guidelines 
or criteria to supplement and complement those of the original 
report: 

7. The State should assure Stable, continuing funding of 
State-based and institution-based student financial 
aid programs. 

8. Subject to explicit State policy ceilings, as students 
undertake advanced postsecondary study, they should 

(be expected to make greater financial contributions. 
J for that opportunity. 

" j 

Student charge policies should be as fair and equit- 
^ able as possible, 

10. Decisions to increase or decrease enrollments in 

particular fields should be implemented through State * 
and segmental academic planning and budgeting deci- 
sions, rather than by increases or reductions in 
student charges. 

11- State policy -on use of student charge revenues should 
not restrict the ability of the segments to preserve 
access and quality. 

These eleven principles have enabled the Commission to make recom- 
mendations in the following pages that will strengthen the ability 
of the State to maintain its commitment to access and excellence^ 
(1) by recognizing the essential role of segmental governing boards 
in responding to changing .conditions, and (2) by making explicit 
the importance of certainty and continuity in the provision of 
financial aid. 
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PART TWO 



USES AND LEVELS OF STUDENT CHARGES* 



The Commission offers four recommendations in this part to: (1) 
assure that student charges remain low, (2) assure that revenues 
from student charges are available to the segments to maintain 
access and quality, and (3) recognize the greater benefits of 
graduate and professional education by variations in student charges 
for students in postbaccalaureate programs. These recommendations 
apply only to student charges in the University and State Univer- 
sity. The Board of Governors of the Community Colleges is forward- 
ing a contingency plan for mandatory fees to the Governor and 
Legislature. The Commission will review that report when it becomes 
available under the principles and guidelines, and with the advisory 
structure used to reach the recommendations in this and its earlier 
report. 

The following recommendations are based on three vital premises: 

1. The State will continue to provide stable financial aid Zo 
offset increases in student charges. Recommendations to this 
end are made in Part Three below. 



* For the purposes of this report, student charges are defined as 
all of the mandatory fees assessed to all students as a condition 
of enrollment, including mandatory student activity or student 
body fees. In addition, at the University of California, these 
charges include, but are not limited to, the Registration Fee 
and Educational Fee, currently $510 and $627, respectively. At 
the State University, they include such fees as the Student 
Services Fee, currently $216,' and the State University Fee, v 
which is $48 for students enrolled for less than six units and 
$150 for other, students. Fees that are charged only to users 
of particular services are not included in this definition of 
student charges. In the Community Colleges, no fees are present- 
ly imposed on students which meet this definition of student 
charges. However, Community College districts are authorized to 
levy a variety of special user fees such as those for parking or 
health services. Any additional fees, such as the mid-year 
surcharges levied by the University and State University in 
1981-82, or any permanent fee increases, *df they were 4evied on 
all students as a condition of enrollment, would be included in 
this definition of student charges and would be subject to the 
provisions of the recommendations in this* report. 
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2. Moderate shortfalls in State revenues will not be met by charg- 
ing students more than their share of costs as that share is now 
defined H>y State policy. 

3. The State's capacity and willingness to maintain the present 
depth and breadth of postsecondary education opportunities will 
continue. 

The 1960 Master Plan for Higher Education in California explicitly 
established the principle that public higher education institutions 
shall be tuition free to all residents of the State. In the Master 
Plan, tuition is defined generally as teaching expense, which is 
itself defined as follows: 

Teaching expense is defined to include the cost of the 
salaries of instructors involved in teaching for the 
proportion of their time which is concerned with instruc" 
tion, plus the clerical salaries, supplies, equipment, 
and organised activities related to teaching (Master Plan 
Survey Team, I960, p. 174). 

While endorsing the concept of tuition-free education for State 
residents, the Master Plan Survey Team indicated that: 

Students should assume greater responsibility for financ- 
ing their education by paying fees sufficient to cover 
the operating costs of services not directly related to 
~ instruction (p. 173). 

California's recent history of large, sudden increases in student 
charges to offset cutbacks in State appropriations has tarnished 
the image of the "no tuition" policy. But for many years, "no tui- 
tion" was a symbol of low charges and of a commitment to access 
matched by no other state. The commitment to access must continue, 
but it can be best maintained by explicitly preserving the sub- 
stance of low charges, not the symbol of "no tuition." The Commis- 
sion finds at least six existing or clearly potential difficulties 
with the "no tuition" concept which encompass all three segments. 

•Existing definitions of "tuition" are inconsistent. Under the 
Master Plan, use of charges for the cost of instructors 1 salaries 
would constitute tuition. The classification of charges used to 
support "salaries, supplies, equipment, and organized activities 
related to teaching" as tuition or not is the subject of consid- 
erable debate. At the State University, for example, the defini- 
tion of tuition for nonresident fee purposes was recently changed 
to include support for those instructional budget categories- 
Instruction and Academic Support— * which are enrollment based • 
In guidelines adopted for the Instructionally Related Activities 

} Fee, the Board of Trustees stated that "revenues from the fee 
shall not be expended on matters which are tuitional." Thus, 
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such revenues shall not be used to support faculty positions 
provided through the General Fund % But officials at the Univer- 
sity of California define tuition differently; there, tuition is 
any charge for direct and indirect costs of instruction, research, 
and public service. In practice, tuition is any charge for 
other than specified student services—that is those student 
services currently supported by student fees plus Student Affirma- 
tive Action, Disabled Student Services, and the Office of Admis- 
sions and Registrar. (The costs of the Offices of Admissions 
and Registrar were formerly included among the costs which would 
constitute tuition.) Meanwhile, the Community Colleges consider 
tuition to be any general student fee which is mandatory, not % 
permissive, and which can be applied toward general institutional 
support. 

Current restrictions on the use of charge revenues and the 
purposes for which students can be charged may create categories^ 
of expenditures that are less subject to State General Fund 
budget reductions than other institutional activities. Current 
restrictions may artificially limit a segment's ability to use 
scarce resources to meet its highest priority needs a£d fulfill 
its missions. The prohibition against using student charges to 
support instruction may become a prohibition on maintaining 
quality instructional programs, should State general funding 
levels prove insufficient. If limited dollars must be spent for 
counseling for example, or any other specified student service, 
they cannot be spent for new instructional equipmen:, library 
books, or extr^i class sections. The initial decision) on relative 
priorities must be that of the segmental governing boards, but 
the existing* categorical nature of student charges may prevent 
them from acting to protect access and quality. Under current 
procedures, the Governor and Legislature review segmental pro- 
posals, but such review is clouded and confused by the inconsis- 
tent and shifting definitions of fee-supported activities. 

Continued adherence to a "no tuition" policy in California has 
not slowed the rate of fee increases in recent years in the 
University and State University. Public institutions that are 
comparable to the University in other states, for example, 
charge resident undergraduates for instruction, and yet only one 
of these has had an overall rate of increase in its student 
charges between 1978-79 and 1982-83 that exceeded the Univer- 
sity's (63%). While the level of student charges at the State 
University remains less than half that of average student charges 
in public institutions comparable to it in other states, the 
rate (115%) at which its charges have increased between 1978-79 
and 1982-83 is twice the average rate of increases for these 
institutions. During this period of fiscal stringency and 
unallocated budget reductions, the "no tuition" policy has not 
been an effective cap on charge levels or rates of increase* 
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• Current charge structures vary widely among the segments, and 
the nature and level of what students pay for and what the State 
supports differ substantially. For example, University students 
pay, through charges, between $45 and $50 million in student 
financial aid for their fellow students, but almost all student 
aid in the State University and Conmunity Colleges is provided 
by either the State or the federal government. University 
students partially support student affirmative action and out- 
reach programs in their segment, while these efforts are State- 
funded categorical programs in the other two public segments. 

• The level of student services support per student varies dramat- 
ically among the segments. Although the total revenues generated 
for student services by the Registration Fee at the University 
and Student Services Fee at the State University have been 
substantially the same, the charges per student have been sub- 
stantially different. Historically, students at the University 
have paid more than twice what State University students have 
paid, and if support for financial aid is included, the dif- 
ference is closer ta three times as much. Furthermore, students 
at the Community Colleges do not pay for support of basic student 
services which are supported by mandatory student charges in the 
four-year segments. For example, support for counseling and 
guidance at the Community Colleges must come from their regular 
apportionments . 

• Student support for ancillary services varies dramatically among 
the segments. These services include packing, dormitories, and 
food services, as well as a "broad range of user-supported activi- 
ties and services. All student users of ancillary services in 
the four-year segments bear the full cost of sdch services, but 
Community College students may or may not payffor all, some, or 
none of these same services depending on the type and level of 
fees authorized in statute, and the policies established by the 
local board of trustees. In the four-year segments, for example, 
students must pay parking fees if they want a place for their 
cars. In the Community Colleges, on the other hand, parking 
fees may be charged to all students whether or not they have a 
car, to none of the students, or, as in the four-year segments, 
only to ^hpse who use parking facilities ; in districts with , 
parking r charges , revenues may cover all or only a portion of the 
cost of the facilities. 

Although each of these problems has existed in some form for many 
years, the State has had sufficient resources to prevent damage 
arising from their existence. The Commission believes that now the 
potential for real harm to postsecondary education in California is 
imminent and finds that the combination of these six problems and 
the State's fiscal constraints require new policies to maintain 
access and excellence. 
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STATE COMMITMENT TO LOW LEVELS OF STUDENT 
CHARGES SHOULD BE REAFFIRMED 



As noted in Part One above, the Commission found in its April 
report that the level of student charges was more important to the 
maintenance of access than the use of the revenues from these 
charges (1982, p. 33). The Commission reaffirms th^s finding and 
emphasizes it as fundamental to the discussion and recommendations 
in this report * Subsequent recommendations on the use of student 
charge revenues are predicated Q*T*k State policy establishing a 
ceiling on the levels of those Charges . The first recommendation 
of the April report urged a return to lower student charges. The 
first recommendation in this report again recognizes ^he priority 
of keeping student charges as low as possible.:. 

RECOMMENDATION 1. Student charges jn the University and 
State University should be kept as low as possible withTh " 
expl icit State policies . 

1.1 The level of student charges in the University and 
State University, regardless of the purposes for which 
the revenues are used, should not exceed the levels 
authorized under State policy implemented in Supplemental 
Language to the 1982-83 Budget Act (Item 6440-001-001, 
subitem 12; Item 6610-001-001, subitem 10). 

1.2 Levels of student charges ^should not be increased 
because of continuing refinements of the technical calcu- 
lations required to implement State policy. 



Current State policy establishes ranges within which levels of 
student charges are 'set. The students 1 share of total support is 
determined by its relationship to total State General Fund appropri- 
ations and property tax revenues used to support postsecondary 
education. These total State appropriations and property tax 
revenues provide a "base" number that is readily available and by 
using a three-year average in calculations, sudden changes in 
student charges because of aberrations in State revenues or appro- 
priations are avoided. State policy sets a range of 40-50 percent 
of the base for total student charges in the University, and of 
10-20 percent of the base for those charges in the State University 
(1982-83 Supplemental Budget Report, Item 6440-001-001, subitem 12; 
Item 6610-001-001, subitem 11). These percentage* ranges translate 
into 1982-83 limits of $1,200 to $1,500 in the University and $300 
to $600 in the State University. 
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The ranges stated in existing policy reflect the Commission's 
belief that current fee levels are not unreaspnable . The upper 
limits of the ranges have a reasonable relationship to current • 
levels, and, if sufficient student financial aid were provided, 
would not result in undue disruption to students or to the existing 
gap in charges between the University and State University. Current 
policy assures that adjustments to the letfel of student charges in 
each segment is relative to the State's funding commitment. In 
Recommendations 1 and 1.1, the Commisssicm urges that the State « . 
explicitly reiterate this policy in the Budget Act or statute. 

Recommendation 1.2 distinguishes State policy regarding student 
charges from the o technical procedures required to implement that 
policy. For policy purposes, the amount of State General Fund 
appropriations for postsecondary education and property tax revenues 
*can«be determined without difficulty- But "there are many classifi- 
cations of State appropriations, and the University and State 
University each have separate and complex accounting procedures. 
Precisely what items should be included or excluded in the base 
calculations is a technical question that only technicians can . 
answer. But the policy outcomes— the actual amount of student 
charges — should not change because of technical, procedural changes. 
Although Recommendation 1.2 may represent an overabundance of 
caution, the Commission wishes to make it clear that technical 
considerations must not be a backdoor for policy changes. Changing 
social and economic conditions may require y modification of existing , 
policy limits on student charges, but these limits must be addressed 
directly and openly by State policy makers. 



THE SEGMENTS 1 PRIMARY RESPONSIBILITY FOR ACCESS AND 
QUALITY SHOULD NOT BE LIMITED BY RESTRICTIONS ON USE 
OF STUDENT CHARGE REVENUES 



111 Phase I, the Commission, with legislative concurrence, deferred 
study of policy issues regarding "the activities that shall be 
funded with revenues from student charges' 1 (1982-83 Supplemental 
Budget Report, Item 6420-001-001, subitem 1). The Commission has 
now examined State and segmental practices on the use of charges 
over the past two decades. It finds that the use of student charge 
revenues has been confined to selected but shifting categories of 
student services and related activities . Although admittedly 
ambiguous at' the margins and changing over time, these "categorical 
charge" practices are generally recognized as California's "no 
tuition" policy. With minor exceptions, students have not been 
asked to pay for instructional programs. 



9 

ERIC 



23 

-16- 

1 



V? j 

■ I 



The Commission's concern about the categorical charges arises from 
the greater vulnerability to State funding reductions of those ' 
activities without student fee support. The Commission does not 
suggest that student-fee-supported activities are now over-funded, 
or that they may have been funded at the expense of State-supported 
functions. It does suggest, however, that restrictions pa the use 
of student fee revenues may restrict the ability of the segments to 
fund high-priority activities in the pursuit of access and excel- 
lence. 

This "no tuition" policy served th^ State well when resources were 
sufficient to meet all commitments. But it was the sufficiency of 
State resources, not the "no tuition" policy that kept charges low. 
In 1981-82 and 1982-83, student charges increased substantially and 
suddenly in both th& University and State University to offset 
unallocated budget reductions. The very great probability of 
continuing State fiscal stringency requires the Commission to 
recommend: 



RECOMMENDATION 2. If the governing board of the Univer - 
sity or the State University finds that State appropria - 
tions are not - sufficient to maintain standards of qual ity 
and access / it should use revenues from student charges 
to supplement other resources in funding those institu - 
tional functions that are essential to maintaining these 
standards. 



2.1 Student participation in the review of segmental 
decisions about uses of student charge revenues should be 
continued. 

2.2 The Department of Finance should display in the 
Governor's Budget the amounts and allocations of fee 
revenues for each segment which charges mandatory fees as 
a condition of enrollment. 

2.3 Any new types of student charges established by the 
State, the University, or the State University should be 
expressly subject to State policy limits on charge levels 
(as stated in Recommendation 1 above) and State policy on 
the use of charge revenues as set out in Recommendation' 



Recommendation 2 recognizes the segmental governing boards 1 respon- 
sibility to identify the appropriate use of charge revenues that 
will assure the most effective use of resources for maintaining and 
enhancing both access and quality. To^ reach this recommendation, 
the Commission examined a range of policy options from restrictions 
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even more precisely defined than currently to no restrictions on 
use of these revenues. (This continjium is described in the Commis- . 
sion staff paper, "Options and Alternatives for Re commendations" 
listed in Appendix B.) Removal of all restrictions would mean 
immediate and total abandonment of the "no tuition" policy. Neither 
the State nor the segments would have the guidance of new policies. 
Although the Commission believes that the "no tuition" policy is 
not effective in holding down student charges, that policy should 
not be' discarded without provision of an adequate substitute. 

The opposite extreme is defining restrictions with great precision. 
Executive and legislative fiscal staff express understandable « 
concern about knowing when the "no tuition" threshold would be 
crossed in ^erms of budgetary categories and amounts. The Conjmis- 
sion believes, however, that they seek a rational solution rather 
than advocating the particular solution of more exact and precise 
definitions or restrictive categories. Although more exact cate*^ 
gories" might satisfy technical budgeting requirements better than 
the currently ambiguous and conflicting oijes, such precision would - 
perpetuate many of the shortcomings of current practice and would 
exacerbate State and segmental problems in best using limited 
resources. 

Recommendation 2 takes a m^rfle ground. By conditioning use of 
student charge revenues for instructional purposes on a finding 
that acces*s and quality would be damaged otherwise, the State and * 
students have assurance that these goals receive express attention 
by the governing boards. Allowing broader use of fees removes* the 
necessity for the "creative accounting" that has shifted activities . , 
from one fund to another for no purpose other than to preserve the 
symbol of "no tuition." The Commission believes that its recommen- 
dation will increase the credibility of the segmental budgetary 
processes in the eyes of students and the State. 

Recommendation 2.1 recognizes that students currently participate 
to varying degrees in determining the use of revenues, from the 
charges that they pay. Expanding the possible uses of these rev- 
enues may or may not have implications for this participation, but 
the nature and extent of student participation is a matter of 
segmental governance and policy. „ * o 

Recommendation 2.2 is intended to make it clear that the elimination 
of a priori categorical restrictions* does not mean elimination of 
accountability for the use of. student charge revenues. The Commis- 
sion is aware of the potential vulnerability of current student- 
fee-supported functions if this recommendation is implemented by 
one or more of the segmental governing boards. On the other hand, 
the Commission believes that there is a very real and serious risk 
that other high-priority activities, including instruction, could 
be seriously damaged by future budget reductions simply as a func- 
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tion of their funding^source, while student-fee-supported activities 
could continue to be' fully supported. , In these difficult fiscal 
times, segments and the State should be permitted to rfeview thor- 
oughly all of their activities, to assess the contribution of each 
to the overall mission of the institution, and to allocate budget 
reductions within the context ,of overall segmental priorities . 

Recommendation 2.3 reflects Commission concern that old habits die 
hard. New types of charges may be appropriate, but these, should 
not fall into the old patterns of manipulation and shifting "support. 

Taken together, Recommendations 2.1, 2.2, and 2.3. offer reassurance 
to both the State and students that segmental governing boards will 
not abuse the flexibility available'to them ifr restrictions on use. 
of revenues are removed. The Commission is confident that the 
governing boards will exercise their discretion wisely. This^ 
confidence arises less from the requirements of Recommendations 
2.1, 2.2, and 2.3, than from the xeaftLtiesf of governance and budget- 
ing. Governing boards initially will need to determine that access 
and quality are threatened and then allocate resources- to the areas 
wher$ the danger is most apparent. But they will not exercise this 
responsibility in a vacuum. Students and faculty closely follow 
segmental budget developments, and^ are not hesitant to disagree 
wrfciK governing board decisions. Moreover, the State most assuredly 
shared responsibility for. access and quality, and the Legislature 
will be the same forum for resolving conflicting priorities in the 
future that it has been in the past. Resource allocation must 
begin with the segmental governing boards, but it is a negotiated 
process that involves many people. 

The Commission has considered but rejected suggestions for limiting 
the segmental governing boards 1 discretion in the use of student 
charge revenues. State policy should not require, for example, 
that a specific proportion of student charge revenues be set aside 
for student services dfr that such revenues be unavailable for 
faculty salaries. The use of these revenues must be unrestricted 
if governing boards are to be free to protect access and quality 
under the myriad circumstances that cannot now be foreseen. A 
board's findings that access or quality is threatened will indicate 
where resources are needed, and its ability to meet the threat 
should be no more limited. by a priori restrictions on the condition- 
al discretion proposed in Recommendation 2 than by the "existing 
categorical nature of student charges. 

At the same time, the Commission does not intend that the State 
shift its primary- responsibility for supporting the costs of post- 
secondary education to. students *(see Principle 2, p. 8). Only in 
the most critical of fiscal circumstances should the segments and 
their students be expected to increase their shares of the support 
of institutional activities. 
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In sunmary, the Commission believes that the "no tuition" policy 
.has symbolized California's substantive commitment to postsecondary 
education: to provide at State expense the greatest possible range 
and depth of opportunities at low cost to students— a State commit- 
ment to excellence and access . That commitment was fulfilled as 
long as the State had sufficient resources to fund historic levels 
of quality* But, as State resources have become limited, the "no 
tuition" policy has not constrained stud Ait fee increases or fee 
levels. The "no tuition" policy has given the illusion of stability 
but not the substance. In recent years, support for many activities 
previously funded by the State was shifted to student support, and 
student fees were increased in order to bolster State support in 
other program areas. As long as the State and the segments retained 
the ability to redefine and recategori2e those activities which can 
be supported by student fees as "student services," the "no tuition" 
symbol was maintained, but student charges still increased. What 
California now needs is not the "no tuition" symbol, but the sub- 
stance of State^ and segmental commitments to keep fees low, State 
provision of adequate General Fund support/ and governing board 
responsibility for using student „ charges revenues to maintain 
access and quality. - ' ^ 5l 



GRADUATE AND PROFESSIONAL STUDENTS SHOULD ASSUME 
MODERATELY GREATER RESPONSIBILITY FOR THEIR 
EDUCATIONS THAN UNDERGRADUATE STUDENTS 



In its response to ACR 81, the Commission recommended that all 
resident graduate ^and professional students should pay 20 to 30 
percent more than resident undergraduates in the same segment. The 
faculty, administration, and students of the University of Califor- 
nia opposed any but the" existing differential for postbaccalaureate 
students. The Legislature considered an alternative that would 
have impose^ substantial tuition for students in medicine ($2,500), 
dentistry ($2,000), and law ($1,000) in addition to their regular 
charges. „ This proposal was not adopted, nor was the Commission's 
recommendation, but the Legislature did ask the Commission to study 
the issue further and to: > 

develop recommendations for: (1) the establishment* of 
tuition charges for postbaccalaureate students, and (2) 
the provision of appropriate levels and kinds of student* 
financial aid to offset tuition charges for postbacca- 
laureate students, with demonstrated financial need. 
Consideration should be given to: (1) relative costs of 
different graduate programs, (2) remuneration for gradu- 
ates of different postbaccalaureate programs, and (3) 
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alternative payment structures and financial aid mecha- 
nisms, including waivers and deferrals for public service 
(1982-83 Supplemental Budget Report, Item 6420-001-001, 
subitem 3) • 

At the same time, the Legislature asked the University to develop 
by March 1983 a plan for postbaccalaureate tuition in certain 
professional degree programs to be implemented for the 1983-84 
academic year. 

The Commission's second look at graduate and professional student 
charges has led to a modification of its Phase I recommendation. 
Now as then, however, the questions of whether graduate students 
should pay higher charges and, if so, how much higher, are not ones 
that are answered by either quantitative data or settled values. 
The Commission holds that graduate student charges should nbt be 
based on precise costs of education in a particular discipline. 
Cost accounting can tell us that graduate education in general is 
more expensive, but it cannot provide exact numbers. Varying 
charges by individual disciplines would be a nightmare for students 
and the institutions. We also- hold that graduate student charges 
should nbt be based on legislative or segmental perceptions that a 
particular field jhs overcrowded. ° Academic planning and State 
priorities should determine the size of enrollments, not an indivi- 
dual student's ability to pafy a mandatory charge. 

The Commission has little doubt but that postbaccalaureate programs 
cost more than do undergraduate programs. Student-faculty ratios 
in graduate programs are generally lower than in undergraduate 
programs in the same field, and graduate student courses are not 
taught by teaching assistants. Moreover, graduate students require 
greater individual attention from faculty members, and in some 
fields, may need access to expensing laboratory equipment or other 
research resources not used by undergraduate students. 

The State derives benefits from postbaccalaureate education, for 
specialized graduates are necessary to California 1 s economic , 
technical > social, and cultural development. Graduate and profes- 
sional education prepares people for entry into teaching, business 
management, legal, dental, medical, and other careers which enhance 
the economic and social diversity of the State. Finally, State- 
supported postbaccalaureate education provides an "important means 
of access for disadvantaged populations in our society. ff 

Students also benefit from the opportunity to pursue postbacca- 
laureate education. In mai^y fields* individuals with postbacca- 
laureate degrees are able to ) command greater incomes than those 
without such degrees, although there are also many fields in which 
the returns on the investment in a graduate degree are ^Limited, or 



where greater income possibilities do not exist, Nonfinancial 
benefits include accessibility to career options closed to those 
without graduate degrees as well as the prestige o£ having earned a 
postbaccalaureate degree or of working in a high-status occupation 
which demands postbaccalaureate training. / 

These relative costs and benefits must be weighed in a context o in 
which graduate students finance their educations differently from 
undergraduate students . More of them aire self-supporting and 
receive no assistance from their parents. Much of the financial 
aid available to graduate students in academic programs is distrib- 
uted on the basis of academic performance, rather than financial 
need, although many students who receive this aid also lhave finan- 
cial need. Graduate students in professional degree programs 
generally do not receive grants, teaching or research assistant- 
ships, or wo^k aid to help finance their educations. As a result, 
they are particularly dependent on loans to finance- their educa- 
tions. Older and more experienced than undergraduates, graduate 
students may be presumed to obe better able to manage. their 0 debts. 
But the debt obligation of graduate students is larger, and the 
burden of this larger debt must be a factor in the financing of 
graduate education. 

The State's commitment to financial aid for graduate students has 
been small: 800 to 1,000 grants annually for a total yearly cost 
,of approximately $2.6 million. Federal financial aid for graduate 
students has taken two major forms: (1) support for research 
projects which employ graduate students as research "assistants, and 
(2) support for various need-based work and loan programs, the 
largest of which, the Guaranteed Student Loan program, may become 
restricted to undergraduates alone if federal administration pro-' 
posals are adopted. 

The existence of both individual and public costs and benefits is 
doubted by no one. Nor are the differences in the financing of 
graduate and undergraduate education* But quantification is impos- 
sible, and there is little agreement on how factors should be 
weighted. It is the Commission's opinion that graduate and profes- 
sional students derive a greater personal benefit from their educa- 
tion than do undergraduates, and that this greater individual 
benefit should be reflected in higher charges. As students progress 
to higher and more costly levels of education in pursuit of personal 
goals, it is reasonable to expect them to assume greater responsi- 
bility for the costs of their education than do undergraduates, 
assuming sufficient student financial aid to offset the increased 
charges for students with financial need. Therefore, the Commission 
recommends: 
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RECOMMENDATION 3. Graduate and professional students 
should pay a moderately higheiTcFiarge than do undergradu - 
ates , 

3.1 The University and State University should charge 
graduate and professional postbaccaTaureate students 5 to 
10 percent mo^e than resident undergraduate students in 
the same segment. 



students in the University in selected disciplines stfould 
be fixed at between 15 and 20 percent above resident 
charges for other postbaccal aureate students if the 
professional field is characterized by (1) significantly 
higher instructional costs, (2) historically higher 
average incomes of graduates, and (3) a consistent pattern 
of higher charges in institutions comparable to the 
University in other states. Medicine, dentistry, and 
veteriniary medicine currently meet these criteria for 
higher charges. If students enrolled in these fields 
are charged the additional differential in 1983-84, the 
impact should be reviewed prior to January 1, 1987. 

3.3 The State should provide sufficient financial aid to 
students with demonstrated financial need through existing 
State- and institution-based financial aid structures to 
o°ffset increases in student charges resulting from imple- 
mentation of this recommendation. 



These recommendations modify Recommendation 4.3 in the Commission's 
original ACR SI report and, in the case of the University of Cali- 
fornia, would continue the differential, paid by graduate students, 
which has ranged over the years from 5 to 10 percent above under- 
graduate fees with no apparent negative effect on the composition 
of the graduate student body J The Commission believes that imple- 
mentation of a similar graduate differential at the State Univer- 
sity, 0 if accompanied by financial aid, would not inhibit access 
either. In the University of California, these graduate differen- 
tials could generate fee levels that would result in student support 
of instruction. 

Officials of the University of California have made a strong case 
that the benefits" to the State outweigh the State's costs in provid- 
ing graduate education- They believe that whilet "cost is measur- 
able, the value to society can be stated only qualitatively leaving 
.considerable uncertainty in what charges to assess students." They 
are concerned that charging graduate students higher fees than 
undergraduate students would aggravate existing problems postbacca- 



3-2 Student charges 




30 



ERLC 



-23 



laureate students face in financing their educations. They believe 
that even if financial aid is provided to offset any fee differen- 
tial, the quality and composition of the graduate student body will 
change, particularly reducing access to" disadvantaged, low-income, 
or minority students. Their final concern is that charging graduate 
students higher fees than undergraduates would serve as a disincen- 
tive (1) for. students to study in fields with low potential incomes; 
*■ (2) for students in fields such as mathematics, computer science, 
and engineering where entry-level salaries are h^gh for those with 
baccalaureate degrees; and (3) for graduates with postbaccalaureate 
degrees to provide important public services with low remuneration. 
For these reasons, they oppose any further differentiation of fees 
between undergraduate and graduate students. 

The Commission shares these University concerns, but does not find, 
them compelling. The setting of student charges is always subjec- 
tive and qualitative. The Commission's recommended range of pos- 
sible differentials provides guidance if not certainty. The differ- 
ential recommended i§ much smaller than that proposed in Phase I. 
The Commission does not believe that the very modest differential 
now recommended would increase existing problems faced by graduate 
students in financing their educations , nor does it believe that 
the differential would act as a disincentive in the ways the Uni- 
versity suggests. As for the impact on low-income or minority 
students, again the small differential should make little difference 
• if sufficient financial aid is provided. The relative underrepre- 
sentation of minorities in advanced graduate and professional 
programs seems more attributable to poor elementary and secondary 
preparation than to either current or proposed levels of charges. 

The additional differential for medicine, dentistry, and veterinary 
medicine, but not law, recognizes that these are the known graduate 
professional fields characterized by all of the following: signifi- 
cantly higher instructional costs, historically higher average 
incomes of graduates, and a consistent pattern of higher charges in 
institutions in other states which are comparable to the University. 
Unless all three of these criteria are met, additional postbacca- 
laureate differentials should not be charged. The Commission's 
concern, if this policy is not followed, is that charge levels will 
be adjusted in response to annual conditions, particularly with 
respect to entry-level incomes, which may not obtain at the time 
^.students enter the work force. Charge levels that fluctuate annual- 
ly with aberrations in the job market would violate the State 1 s 
commitment to stable, moderate, and predictable student charges. 
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FINANCIAL INCENTIVES FOR PUBLIC SERVICE 
SHOULD BUILD ON EXISTING AID MECHANISMS 



The- Comnission 1 s examination at the Legislature's request of alter- 
native payment structures and financial aid mechanisms , including 
waivers and deferrals for public service, has been limited to the 
three major models that provide incentives for entry into public 
service: 

• Public Service Obligation . Students are provided initial funding 
for fees, books, supplies, and a monthly stipend under federal 
programs, including the Reserve Officers Training Corps, the 
Armed Forces Medical Program, and the Public Health Service 
Program. For many years, these programs have successfully 
encouraged entry into specific, organized, federal employment. 

• Income Contingent Charges . Students are not provided with * 
initial funding, but rather charges are deferred for payment out 
of future income. Commonly characterized as "learn, earn, and 
reimburse," these programs may differ substantially in both the 
amounts required to be repaid and the mechanisms for, and condi- 
tions on, repayment. We are not aware of programs of this type 
in public institutions. 

• Loan Forgiveness . Students borrow to finance their education, 
but have portions of their loans forgiven for each year of 
public service. The federal National Direct Student Loan (NDSL) 
program exemplifies this model. Under this concept, students 
could borrow to finance their education, regardless of field. 
Those who would choose public service would be rewarded by loan 
forgiveness. 

All t&ree models would require the development of new State policies 
and administrative procedures for implementation. The "public 
services obligation" and the "income contingent .charges" models 
would require new, initial procedures to determine eligibility for 
benefits, and would also require additional and immediate State 
funding either for students or to offset lost institutional revenues 
until deferred payments are made. Under the ."loan forgiveness" 
program, new procedures would not be required for the initial 
processing, andr the. need for additional State funding would be 
deferred until loan payments were required. The "loan forgiveness" 
model would appear to be the most effective for a State program by 
(1) allowing the State to rely on existing financial aid structures 
for the initial fundihg and processing, and (2) allowing flexibility 
in targeting public service areas. 

•} 
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The Commission's first priority is sufficient financial aid tcr 
offset the effects of fee increases for all students with financial 
need, including graduate students. It recognizes a need for incen- 
v tives to bring needed skills and. services to underserved areas and 
populations. But a single solution to both of these problems may 
not serve either need particularly well. The amountwnecessary to, 
serve as an incentive to a doctor to practice in a sparsely popu- 
lated, low-income area might be far greater: than the value of any . 
outstanding loans . Students with financial need who wish to study 
in fields for which there is no identifiable supply shortages or 
maldistributions should have financial aid to do so. Therefore the 
Commission recommends: 



RECOMMENDATION 4. State financial aid policies for 
postbaccal aureate students should giyeliicihest ' priority 
to offsetting increases for students with financial neecL T 

4.1 If the State chooses to provide incentives for 
public service through the financial aid structure, it 
should do so by repayment of student loans obtained 
through existing federal and institutional loan programs. 
At such time as a decision to provide incentives is made, 
the Student Aid Commission, in consultation with the 
Postsecondary Education Commission, should be asked to 
develop new procedures for implementing and administering 
the program. 
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PART THREE 
FUNDING OF STUDENT AID 



Assembly Concurrent Resolution 81 requested the Commission's recom- 
mendations *,o!n "the appropriate distribution of student financial 
aid among all needy California postsecondary education students 
The Commission 1 s Phase I recommendations stressed the essential 
link between fees and student financial aid and the need for in- 
creased fuiiding for student assistance to offset increases in 
student charges* 

The Legislature adopted the Commission's financial aid recommenda- 
tions, stating in Supplemental Language to the 19)32-83 Budget Act 
that long-term State policy should be "that the State assume respon- 
sibility for funding financial aid currently provided by student 
fee revenues. 11 The Legislature also requested the Commission's 
recommendations on "the level of additional financial aid required 
to maintain student access at various levels of student charges and 
. . . any additional issues recommended for further study from the 
ACR 81 study ..." (Item 6420-001-001, subitem 1). 



THE STATE SHOULD ASSURE STABLE, CONTINUING FUNDING OF 
STUDENT AID PROGRAMS 

* 

The same kinds of ad hoc, fragmented, and short-term budgetary 
decisions that have characterized the setting of student fee levels 
in California during recent years have also affected student finan-_ 
cial aid decisions. Even before the recent fiscal crises led to 
substantial fee increases for University and State University 
students, it was apparent that regular, predictable mechanisms did 
hot exist for adjusting State-funded Student Aid Commission grants 
in response to student charge increases in independent colleges aad 
universities. In 1981-82, the practice of fully offsetting fee 
increases in the University and State University for students who 
received Student Aid Commission awards was abandoned* Students in 
these segments as well as those in independent institutions who 
received grants from the Student Aid Commission were left uncertain 
about the portion of their fee increases which would be offset by 
State grants* 

The State did attempt to offset public sector fee increases in 
19,82-83 by appropriating sufficient additional financial aid to 
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offset their impact for students with demonstrated ^financial need. 
In the University, the additional aid was funded f rom jpatft of the 
revenues generated by the $197 per year increase in thejEducational 
Fee adopted for 1982-83. In the State University, tlwfegislature 
appropriated $3.4 million in State General Funds for* financial aid 
to of f set the impact of the $125 fee increase in 1982-83. 

Continual changes in the funding levels and eligibility standards 
for federal financial aid programs exacerbate the uncertain and 
„ unstable status of State-funded student aid programs. Expansion of 
the eligibility pool for major federal grant and loan programs 
through the Middle Income Student Assistance Act (MISSA) in 1978 
was followed several years later by reductions in eligibility for 
some of those same programs to control' expenditures. Later, in 
1982-83, and in proposals for 1983-84, eligibility was reduced 
further to constant dollar levels below those in effect before the 
passage of the MISSA. The policy framework for implementing these 
changes has been uncertain, and decisions about funding levpls and 
eligibility criteria have come late in the annual budget cydle. 

Finally, one of the unintended consequences of fee increases in the 
public segments is the potential for redistribution of State-funded 
student ai4 in the Student Aid Commission programs from students 
attending independent colleges to those attending public institu- 
tions. Several suggestions for stabilizing or increasing the 
1 number of State-funded grants available to students who wish to 
attend independent institutions include: (1) adjusting the number 
of grants in relation to the number of eligible applicants, (2) 
adjusting the number of grants by the increases in the number of 
eligible public sector students , (3) adjusting the number of grants 
in relation to fee increases at the University and State University, 
and (4) guaranteeing students in particular segments a certain 
number or share of State-funded student aid awards. 

In considering possible responses to the Legislature's most recent 
request, the Commission has identified six funding options and 
program elements ("Options and Alternatives for Recommendations," 
pp. 17-24). These include (1) State financing of financial aid for 
all students in the public segments, (2) implementation of State- 
funded fee waivers, (3) State funding to offset federal financial 
aid reductions, (4) financial aid augmentations to the segments and 
the Student Aid Commission to offset fee increases, (5) distributing 
State financial aid according to formulas guaranteeing specified 
shares of the total to each segment, and (6) expanding funding and 
eligibility for awards within the existing student financial aid 
structure. All hut option (4) would either expand the State's role 
in providing financial assistance or would require substantial 
clianges to the structure or. administration of State-funded student 
financial aid. „ 




The student financial aid picture is currently one of great uncer- 
tainty. Federal policies and procedures are in a period of transi- 
tion, and the State's revenue projections cast doubt on its ability 
to fund even current levels of financial aid. Under these circum- 
stances ind at this time, the Commission cannot propose drastic 
restructuring of existing procedures. The Commission believes that 
the State can, in the short term, continue to achieve its goals of 
access within existing State and segmental program structures if 
sufficient funding is provided. The Commission recommends: 

RECOMMENDATION 5. In 1983-84 , the State should reaffirm 
its policy of providing sufficient student financial aid 
to offset increases in student charges for students with 
demonstrated financial neted. 

• 5.1 Beginning in 1983-84, the State should appropriate 
sufficient funding to the Student Aid Commission to fully 
offset student charge increases since 1981-82 for Univer- 
sity and State University students who receive Student 
Aid Commission grants and who would qualify for full "fee 
awards. 

5.2 Beginning in 1983-84, the State should appropriate 
sufficient funding to the University and State University 
to offset student charge increases for students with 
financial need who do not receive Student Aid Commission 
grants. 

5.3 Beginning in 1983-84, the State should appropriate 
sufficient funding to the Student Aid Commission to fund 
maximum grants for students at independent colleges who 
receive awards from the Commission at the same constant 
dollar level that was in effect in 1981-82. 

5.4 If a general mandatory fee is adopted for Community 
College students, the State should appropriate sufficient 
funding to offset student charge increases/ for students 
who demonstrate financial need in that segment, 

5.5 The State should act to prevent the inadvertent 
redistribution of State-funded financial aid. To that 
end, the California Student Aid Commission should iden- 
tify and report on the advantages and disadvantages of 
various options to adjust the number of Commission grants 
and recommend the adoption of a single option to adjust 
the number of grants in 1983-84 so that opportunities to 
attend independent institutions are not^reduced as a 
result of fee increases in the public segments. 



5.6 The amount of State funding necessary jto implement 
Recommendations 5.1 through 5.3 should be calculated 
according to a methodology which considers at least the 
following factors: (1) the amount of any proposed in- 
crease in charges, (2) the number of financial aid recipi- 
ents already enrolled, (3) the number of additional 
students who might become eligible with higher charges, 
(4) the amount of additional federal financial aid funds 
which might partially offset an increase in charges, (5) 
the ability of the Cal Grant programs to partially offset 
the higher charges for their recipients, (6) self-help 
expectations, (7) whether or not additional aid will 
offset only increased charges, or both the increased 
charges and pending federal financial aid cuts, (8) the 
current income distribution of students within each 
segment, (9) the current proportion of financial aid 
recipients within each segment, (10) the price responsive- 
ness of students with different income levels, and (11) 
the availability of federal funds and Cal Grant funds. 



These recommendations seek to assure that similar assumptions are 
„ used in the consideration of students' financial need and that 
students with, similar needs in different segments be treated equit- 
ably in the provision of financial aid. The Commission believes 
that the mix of State and segmental student financial aid provided 
in 1982-83 provides the flexibility necessary to meet the needs of 
students with financial need if sufficient State funding is allo- 
cated. The State component, administered through the Student Aid 
Commission, assures a source of portable, need-based grants that 
consider academic performance in the selection process • The seg- 
mental component assures a source of financial aid for students who 
may be ineligible for Student Aid Commission programs or who have 
special circumstances that are not considered in the Student Aid 
Commission selection process. 

The Legislature appropriated $3.4 million to the State University 
to offset the 1982-83 fee increase for students with financial 
need. This funding was provided as a one-time emergency measure 
and the State University is preparing a report regarding the use of 
the funds. That report is pending. In the meantime, the Commission 
endorses the principle that each segment that charges fees should 
have some State-funded student financial aid to distribute to 
students with financial need. It will comment on the State Univer- 
sity's use of the $3.4 million augmentation when the report becomes 
available. 
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THE STATE SHOULD ASSUME RESPONSIBILITY FOR FUNDING 
UNIVERSITY FINANCIAL AID NOW FUNDED BY STUDENTS 



la its earlier report, the Commission expressed its reservations 
about the University policy that requires student Educational Fee 
revenues to support financial aid. The original decision to use 
fee revenues for that purpose was a reasonable response to the 
fiscal and political realities of the early 1970s. State response 
to student political activism was pressure for higher student 
charges. Student response to higher charges was pressure for their 
use for financial aid. The Educational Fee was the University's 
response to State pressure, and the use of revenues from that fee 
for financial aid was its response to its students. Educational 
Fee revenues are now an important source of financial aid that 
would not otherwise be available to University students. At the 
same time, much of the large discrepancy in what University and 
State University students pay is explained by the fact that Univer- 
sity students subsidize this large, segmental financial aid program 
and State University students do not. Until sufficient State 
funding is available, use of Educational Fee revenues for financial 
aid purposes will be an exception to the general policy of full 
State responsibility for all student financial assistance. 

State policy is clear: "the State [should] assume responsibility 
for funding financial aid currently provided by student fee revenues 
(1982-83 Supplemental Budget Report, Item 6420-001-001, subitem 
15). In Recommendation 5.2, the Commission urges State assumption 
of responsibility for financial aid to offset current increases in 
student charges in thp University. Given the State's fiscal con- 
straints, it would be unrealistic to propose or expect full, immedi- 
ate implementation of State policy. But the Commission believes 
that ultimate realization of State policy is possible through an 
incremental approach. The Commission recommends: 



RECOMMENDATION 6. Oyer time , * the State should phase in 
State General Fund "Support of ITniyersity financial aid 
programs currently funded by Educational Fee revenues . - 

The Commission believes that as students in the University £ay for 
an increasing share of their own educations,, they should not be 
burdened further by having to pay still higher fees in order to 
support another student's education. While Recommendation 5.2 
seeks to maintain the University's segmentally administered finan- 
cial aid programs and increaseN^hem in response to fee increases. 
Recommendation 6 (1) recognises that funding of access through 
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financial aid is a public responsibility, and (2) proposes fulfill- 
ing that responsibility-over time by replacing Educational Fee 
support of student financial aid with State. General Fund support. 

Recommendation 6 addresses a long-term issue, but that issue is 
only one among many that are apparent in the State's existing 
financial aid structure* There are current needs that are not met 
simply by offsetting increases in student charges. For example, 
the subsistence allowance in the Cal Grant B program has rarely 
been adjusted to reflect cost-of-living increases. The maximum 
Student. Aid Commission grant received by independent college stu- 
dents has declined relative to average fee levels in that segment 
and fewer students attending independent colleges receive grants 
from the Student Aid Commission* Some students will lose eligi- 
bility for federal financial aid and their f^ancial need may not 
be off pet by other fee sources. 

Other and more basic problems emerged from the wotrk of the Student 
Financial Aid Policy Study Group in 1978-79. The Commission's 
present charge is at least as bfcoad as the Legislature's charge to 
the Study Group, a charge that required a year and a half for 
response* The Study Group's specific recommendations for funda- 
mental change were overtaken by dramatic shifts in federal student 
aid policy and funding. The reasons for fundamental change remain, 
however: (1) public doubts about the effectiveness and efficiency 
of existing structures, (2) unclear relationships between federal 
and State programs, (3) questions about the effectiveness of exist- 
ing programs as enrollment stabilizes and probably declines, and 
(4) concerns about the effectiveness of existing programs for 
meeting the needs** of the growing proportion of ethnic minority 
students in the enrollment pools. 

Limited time and the urgency of specific issues have not allowed 
the Commission to go beyond the short-term financial aid problems 
addressed in its current recommendations. Even had time been 
available, State economic uncertainty, shifting federal policies, 
and the short-term nature of the fojfum would have made the Commis- 
sion reluctant to recommend substantial revisions to existing 
financial aid structures* But ultimately the State must address 
the broader financial aid problems* A comprehensive review of the 
State's student financial aid policies and structures will be 
required* Many issues must be examined: State and segmental 
programs shoulcl be evaluated for effectiveness*, efficiency, and 
equity. The roles of students and their families, the State and 
federal governments, and segments and institutions in the financing 
of postsecondary education should be reviewed in depth. The pro- 
grammatic recommendations made by the Student Financial Aid'Policy 
Study Group should be reevaluated in the context of current State, 
federal, and institutional, funding commitments and student charge 




policies* State objectives and priorities for student financial, 
aid should be clearly defined* Finally, consideration should be* 
given to new roles the State, the Student Aid Commission, institu- 
tions, arid the private sector could play in assuring the effective 
use of resources available for/f inancial aid* 



i 




40 



PART FOUR 



CHANGING POLICIES FOR CHANGING CONDITIONS 



The Commission firmly believes that the State's current financial 
problems demand new policies for student charges and for student 
financial aidV. Even' though conditional, the recommendation that 
governing boards may require students to' pay for instructional 
costs is a break with the past. But the recommended, new policies 
assume that the State will continue to place primary and equal 
•efephasis on the goals of access and quality* They also assume the 
State's willingness and capacity to provide sufficient support to 
avoid drastic disruption of California's postsecondary education 
system* 

The Commission recognizes, however, that the State is facing its 
-worst financial crisis in half a century. It is aware of "worst 
case" projections that are far more pessimistic than its own assump- 
tions. Should these "wor?t case" assumptions prove accurate, 
ra'dically different structures and gplicies than recommended here 
might, and probably would, be required. Nevertheless, the, Commis- 
sion is convinced that the basic, overarching policy framework of 
this and its original report should be .retained* The ends of 
access and quality and the means of student charges and financial 
aid are inseparably meshed: 

• Student charges, must be moderate, stable, predictable, and based 
on explicit policy considerations. - 

• Student charges must be related across segments by Master Plan * 
considerations . 

• Increases - in student charges must be matched by increases in 
financial aid. ' 

• Revenues from all sources must be available to meet the highest 
priorities of the students, the segments, and the State. 

* - \ " ' 

• " The State and all constituents of postsecondary education must 

maintain , a continuing dialogue on the critical relationships 
among access, quality, and financial support. 

New policies, however conservative they may be, entail new risks. 
But stj.ll greater risks would arise from continuation of existing 
policies. The margins fdr- error are narrowing, and each dollar, 
whether a student's or the' Stated must be put to the best use. 
The Commission considers the risks of the new policies to be minimal, 




for they would be subject to all of the existing executive and 
legislative checks and counterchecks that assure policy accountabil- 
ity. Equally important, they provide operational definitions for 
the abstract goals of "quality and access. To a greater extent than 
in the past, these goals can now be objectively analyzed and publicly 
examined. 

California is fortunate in having almost universal acceptance among 
its citizens of the State's broad goals of access and quality. It 
is fortunate also in the extent of trust and confidence among State 
officials and education officials. The legislature believed that 
the response to its questions in ACR 81 would encompass the best 
thinking of the postsecondary education community, and we believe 
that their confidence has been sustained* The educational 'community 
has proceeded with confidence that its recommendations would receive 
thoughtful and thorough legislative consideration, and it has not 
been disappointed in this belief. 

Shared goals, trust, and confidence are not new. Indeed, they have 
been responsible for the achievements of California's postsecondary 
education system. In the past, shared goals, trust, and confidence 
have been largely implicit in segmentally discrete budgetary Negot- 
iations and formulas. But now, both demographic and fiscal reality 
require explicit definitions of shared policy beliefs. A major 
step in this direction was taken in Phase I of the ACR 81 project 
by relating University and State University student charges through 
ratios depending on total, State appropriations for postsecondary 
education. In Phase II, the major second step is the recommendation 
that governing boards may use revenues from all sources, including 
student charges, to protect access and quality. 

Additional steps may be required, for even the most optimistic 
projections cast a troubled future: 

• In the next 18 months, at least, the State will probably be 
unable tp appropriate funds that will fully support State services 
at historical levels. 

• For the next 10 or 15 years, postsecondary education and other 
State services will be required to adapt to a changing demographic 
structure* Colleges and universities can expect smaller enroll- 
ment pools with higher proportions of ethnic minorities in the 
traditional college-going age groups. 

• Within 20 years, demographic trends will have reversed, and 
colleges and universities must be prepared for increased enroll- 
ments * 



36- 



Difficult policy questions will arise, but they can be resolved. 
State government and the posisecondary education community share 
both the will to resolve such questions and the great common goals 
of access and excellence which remain constant even as the issues 

change. 
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APPENDIX A 

This appendix dists all of the recommendations in the Conmiss ion's 
April 1982 report, Student Charges, Student Financial Aid and 
Access to Postsecondary Education , and sunmarizes, where appro- 
priate, their current status. 

RECOMMENDATION 1. To the extent that resources are 
available , and within the policies and procedures recom- 
mended in this report , the State and the segments should 
attempt to achieve the levels of student charges in con- 
stant dollars and the relationships of charges among the 
segments as these levels and differences existed in 
1980-81 (page 13). ' ' 

STATUS: Due to severe State budget constraints, student charges in 
the University and State University were increased beyond the 
constant-dollar levels in effect in 1980-81. Community College 
students continued to be exempt front any statewide mandatory fees, 
although many districts began charging permissive fees already 
authorized in statute. 



) 

RECOMMENDATION 2. If the choice facing the State is one 
of curtailing enrollments , inhibiting the ability of the 
State to provide the conditions under which quality can 
be fostered , or raising student charges a then charges 
should be raised and the State should provide sufficient 
financial aid to offset the increases in charges for 
students with demonstrated financial need (page 13). 

STATUS: This recommendation was adopted by the Legislature in 
Supplemental Language to the 1982-83 Budget Act (Items 6440-001-001 
subitem 11 and 6610-001-001 , subitem 10) . 



RECOMMENDATION 3* The State should establish explicit 
policies for setting and adjusting student charges . Such 
policies should assume a continuing combination of State 
and student financing of public postsecondary education 
and should establish the basis on which adjustments iji 
student charges will be made (page 15). 

STATUS: This recommendation was adopted by the Legislature in 
Supplemental Language to the 1982-83 Budget Act (Items 6440-001-001 
* subitem 12 and 6610-001-001, subitem 11). 
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RECOMMENDATION 4. Student charges in the University and 
State University should be set and adjusted according to 
a regular process . The level of charges |n each segment 
should be a percent of the average of the sum of State 
General Fund appropriations and property tax revenues for 
the previous three years for the support of full -time- 
equivalent students in public postsecondary education . 
Commission staff should work with segmental staffs on an 
ongoing basis to make ; refinements and modifications in 
the calculation of this base , as necessary . 

4.1 Total student charges for full-time undergraduates in 
the University of California should be 40-50 percent of 
the base described in Recommendation 4. 

4.2 Total student charges for full-time undergraduates in 
the State University should be 10-20 percent of the base 
described in Recommendation 4. 

4.3 Graduate and postbaccal aureate professional students 
should pay somewhat higher charges than do undergraduate 
students. Charge s for graduate and ppstbaccal aureate 
professional students should be fixed at between 120 and 
130 .percent of undergraduate charges in ejach segment. 
Student financial assistance should be provided for stu- 
dents whose graduate or professional education would be 
jeopardized by these charge levels. 

4.4 To assure equitable treatment of part-time students 
and to recognize fixed costs associated with their en- 
roll men t, student charges for part-time students should 
be less than those for full -time students. The actual 
differential in charges should consider thresholds for 
financial aid eligibility, mean and median credit loads 
of financial aid recipients, and actual use of facilities 
and services by students of. different credit loads (pp. 
15-16). 

STATUS: This recommendation for University and State University 
undergraduate fee levels was adopted in Supplemental Language to 
the 1982-83 Budget Act (Items 6440-001-001, subitem 12 and 6610-001 
001, subitem 11). 

Recommendation 4.3 regarding fee levels for postbaccalaureate 
students was not adopted, and the Legislature requested the Commis 
sion for further study and recommendations on these levels. 
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The Legislature took no action on Recommendation 4.4 regarding fee 
levels for part-time students. The State University eliminated the 
existing differential in the Student Services Fee and included a 
differential for part-time students in the State University Fee. 



RECOMMENDATION 5. The State should establish explicit 
policies to assure a combination of State and student 
support of Community~Col 1 eqe programs that, to the extent 
possible , continue existing no^charge practices for 
students enrolled ijn courses and programs that have 
greatest State priority . 

5.1 To° assure that only those programs or courses that 
have greatest State priority are subsidized by the State 
and to assure equitable support rates for similar courses 
in different districts, the Legislature should direct the 
Board of Governors to ^develop Title 5 regulations: (a) 
Identifying noncredit courses eligible for State support; 
(b) applying a uniform suppfort rate of $1,100 per ADA for 
all courses in adult basic education, high school diploma 
programs, English as a second language, citizenship, and 
community education; and (c) determining which avoca- 
tional, recreational, and personal development courses 
should be offered as community services classes on a 
self- supported basis. t> 

5.Z To assure that student support of Community Colleges 
falls within the policies outlined in Recommendation 5, 
the Legislature should direct the Board of Governors to 
establish a contingency plan for implementing a statewide 
charge policy for the Community Colleges. This plan 
should be prepared by December 1, 1982, should incor- 
porate procedures (1) to implement charges that are not 
permissive among districts, and (2) to distribute related 
financial aid, and should include recommendations on at 
least the following: • 

6 

a. the structure of tharges, including differentials for 
part-time students and establishment 'and adjustment 
of the level of charges according to^ the same base 
and process recommended for the University and State 
University in Recommendation 4. 

b. differential charges based^on either course, char- 
acteristics, or ofL whether "students are enrolled in 
an educational program or taking courses on an in- 
termittent basis. 
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c, the structure and funding level of student financial 
aid programs to offset the adverse impact t of student 
charges and specifically to assure that at least 
those students Who currently receive aid from need- 
based public assistance programs such as AFDC, SSI, 
SSP, or who meet the qualifications for EOPS are 
exempted from charges either through waivers or 
financial aid offsets. 

» 

d. The relationship between revenues raised by student 
charges and Community Colleges financing mechanisms. 

5.3 The contingency plan for a statewide fee policy 
recommended in 5*2 above should be implemented in 1983-84 
or thereafter only if the State isc unable (a) to replace 
one-time revenues used in 1982-83 or thereafter to offset 
budget reductions for the Community Colleges, (b) to 
maintain existing levels of revenue per ADA in constant 
dollars, or (c) to fund reasonable enrollment growth in 
courses or programs that have State priority (pp. 20-21). 

STATUS: The Legislature adopted budgejt control language which 
directed the Board of Governors to identify avocational, recreation- 
al, and personal development courses which should be offered on a 
self-support rather than State-support basis, and reduced apportion- 
ments for such courses by $30 million. 

1 i 

The Board of Governors agreed to develop the contingency plan 
called for in Recommendation 5.2 and will act on its plan on Decem- 
ber 10, 1982. 

Action on Recommendation 5.3 depends on legislative and other 
responses to future budgetary considerations . 

RECOMMENDATION s/ If the Legislature requires adjustment 
to Community College apportionments to generate savings 
to the State General Fund in 1982-83 and to avoid imple- 
mentation of a permanent statewide fee policy in 1982-83 : 

6.1 State apportionments should be reduced by approxi- 
mately $30 million to reflect expected savings from 
implementation of Recommendation 5.1. 

6.2 State apportionments should be reduced by approxi- 
mately $50 million as a one-time offset to be taken from - 
district reserves under regulations to be developed by 
the Board of Governors* 



6.3 The Legislature should not Impose a charge on Commu- 
nity College students in 1982-83 unless required bud- 
getary savings are greater than those achieved under this 
recommendation* An interim charge should be considered 
only as an emergency alternative to impairing access to, 
or the effectiveness of, courses and programs of high 
State priority, and provisions for them should (1) assure 
that the State provide offsetting financial aid or waivers 
for students receiving need-based public assistance to be 
distributed according to criteria established by the 
Board of Governors, (2) be uniform statewide, hot permis- 
sive among districts, and (3) differentiate between 
full-time and part-time students (pp. 24h25). 

STATUS: The Legislature reduced Community College apportionments 
by $30 million and directed the Board of Governors to make the 
reductions in recreational, avocational, and personal development 
courses. 

No action was taken regarding reserves or the establishment of a 
statewide mandatory fee for Community College students in 1982-83. 



RECOMMENDATION 7. The State should provide financial 
assistance to qualified students whose ability to attend 
< post secondary institutions is jeopardized by increases in 
student charges . Such assistance should be provided 
through programs , that assure equitable treatment of 
students with similar resources and needs (page 29). 

RECOMMENDATION 8. Students throughout California should 
be treated similarly by State financial assistance poli- 
cies regardless of the institutions which they attend, 
and the State should use a common and consistent method- 
ology to assure equitable treatment . 

8.1 The State should provide sufficient fuhding to each 
segment for financial aid to offset the amount of in- 
creases in charges between 1981*82 and 1£&2~83 for stu- 
dents with the fewest financial resources who do not 
receive Student Aid Commission grants. 

. 8.2 The amount of financial aid to be provided by the 
State to offset increases in charges for students with 
demonstrated financial need should be based on the Com- 
mission's student charges model, modified to accommodate 
alternative assumptions about eligibility for additional 
aid other than the current assumptions based on (federal) 
Pell Grant eligibility. 



8.3 The State should' provide sufficient funds to the 
9 Student Aid Commission to fully fund charges for Univer- 
sity and State University students who are. Student Aid 
Commission grant recipients and who would qualify for 
full fee grants. <■ 

8.4 The State should continue to assist qualified stu- 
dents with demonstrated financial need to attend private 
colleges and universities, thereby protecting educational 
diversity and the public. interest in the nongovernmental 
sector of higher education. Protection will require: 
(1) increases in maximum Student Aid Commission grants 
for students who attend independent institutions so that 
grants remain at the same constant dollar levels in 
1982-83 as in 1981-82; (2) adjustments to funding levels 
and number of awards in the Student Aid Commission pro- 
gram to reflect increased student charges in both public 
and private institutions; and (3) inclusion, to the 
extent feasible, of issues related to financial aid in 
the independent sector in the integrated budget review 
proposed in Recommendation 10 below (pp. 29-30). 

STATUS: The Legislature adopted Recommendations 7 and 8 in prin- 
ciple in Supplemental Budget Language and in actions to augment the 
State University and Student Aid Commission's budgets to partially 
offset fee increases Jc. or students at the University and State 
University. 

Recommendations ,8.3 and 8.4 to increase the maximum Student Aid 
Commission grants and to adjust the number of awards were not acted 
on. Decisions by the Student Aid Commission to accommodate State 
General Fund budget cuts resulted in a reduction in the size of the 
maximum grant to "students who attend independent colleges . * 



RECOMMENDATION 9. Pending the Commission's recommenda - 
tions on the use of revenues from student charges as 
requested by. the Legislative Analyst , including analysis 
of restrictions on the use of charges and their use for 
student financial aid i_n the University , no changes 
should be made in the current uses of these revenues 
(page 33). 

STATUS: No fundamental changes in the uses of student fee revenues 
were made in the 1982-83 budget year. 



RECOMMENDATION 10. The Governor's Budget should (1) 
display in a single consolidated summary each year the 
current and~proposed levels of charges for each segment , 
(2) explain the rationale for any proposed adjustments , 
and (3) show the current and anticipated funding for 
student financial aid from all major sources . The legis- 
lative fiscal subcommittees should review this in for- 
mation in the same form , examining all three public 
segments and the Student Aid Commission together during 
budget hearings . To the extent feasible , implications 
for the independent sector should be considered . The * 
Legislative Analyst and the Cal i f orni a Postsecondary 
Education Commission should provide comments to the 
Legislature on the levels of charges and financial aid 
proposed in the Governor's Budget (page 35). 



STATUS: Although the 1983-84 Governor's Budget has not been pre- 
sented, the Department of Finance has requested the Student Aid 
Commission to provide data related to financial aid to comply with 
this recommendation.- 
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APPENDIX B 



Commission staff prepared the following four background papers on 
specific topics related to the legislative charge for Phase II of 
the ACR 81 effort. These papers are available under separate Cover 
from the Conwission as Commission Report 82-41, Background Papers 
on Student Charges , Student Financial Aid , and Access to Postsecond- 
ary Education : A Continuing Dialogue . 



I. Uses of Student Fee Revenues in California Public Higher 
Education 



2. The Scope and* Sources of Student Financial Aid in Califor- 
nia 



3. Differentiation of Postbaccalaureate Charges 

4. Options and Alternatives for Recommendations 



Commission staff hafe also developed a technical paper on the 
calculation of the fbase used to establish the level of student 
charges annually. This paper is also available from the 
Commission* 

v •* 
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APPENDIX C 
ACR 81 Advisory Committee 



In addition to the Commission's own Ad Hoc Committee on ACR 81 
(identified by asterisks on the inside front cover), the Commission 
established an Advisory Committee consisting of the following 
faculty members, students, and administrators from the three- public 
segments of California postsecondary education as well as represen- 
tatives of the Legislative Analyst, the Department of Finance, a|id 
the California Student Aid Commission: * 



Robert Connick 

Alexei Folger 

William R. Frazer 

Hal Geiogue 
Gus Gui chard 

Michael Johnson 

Jack Kennedy 
Arthur Marmaduke 
Curtis Richards 

Robert Silverman 

Anita Silvers 

John M. Smart 



University of California 
Academic Senate 

California Community Colleges 
Student Government Association 

University of California 
Systemwide Administration 

Office of the Legislative Analyst 

California Community Colleges - 
Chancellors Office 

University of California 
Student Body President's Council 



Department of Finances 

California Student Aid Commission 

California State Student 
Association 



California Community Colleges 
Academic Senate 

California State University 
Academic Senate 

California State University 
Systemwide Administration 
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The following observers from independent colleges participated in 
the discussions of the ACR 81 Advisory Committee: 



Paul Kryder ; e C4liforuia Association of 

Independent College and 
University Students 

Morgan Odell Association of Independent 

California Colleges and 
Universities 

"^j^ Committee met four times: (1) on September 8, 1982, to discuss 
consultation with the Commission staff during the development of 
the Commission's response to ACR 81; (2) on October 19 to review 
the background papers developed by Commission staff; (3) on November 
2 to discuss a range of possible recommendations and their implica- 
tions if adopted; and (4) on November 18 to discuss the Commission's 
preliminary analysis, conclusions, and recommendations. 

In addition to providing comments at these meetings, members of the 
Advisory Committee submitted written comments to the Commission 
staff regarding the preliminary response, background papers, and 
other issues of concern. 

The written comments of members of the Committee on the final 
report are being compiled and will be distributed to the appropriate 
legislative committees and to Advisory Committee members. They 
will be available from the Commission on request. 
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The California Postsecondary Education Commission 
was created by the Legislature and the Governor in 
1974 as v^e successor to the California Coordi- 
nating Council for Higher Education in order to 
coordinate and plan " for education in California 
beyond high school. As' a state agency, the Com- 
mission is responsible far assuring that the 
State's resources for postsecondary education are 
utilized effectively and efficiently; for promot- 
* ing diversity, innovation, and responsiveness to 
the neeas of students and society; and for 
advising the Legislature and the Governor on 
statewide educational policy and funding. 

The Commission consists of 15 members. Nine rep- 
resent the general public, with three each 
appointed by the Speaker of the^ Assembly, the 
Senate Rules Committee, and the Governor, The 
other six represent the major educational systems 
of the State. 

The Commission holds regular public meetings 
throughout the year at which it takes action on 
staff studies and adopts positions on legislative 
proposals affecting postsecondary education. Fur- 
ther > information about the Commission, its 
meetings, its staff, and its other publications 
may be obtained from the Commission offices at 
1020 Twelfth Street, Sacramento, California 98514; 
telephone (916) 445-7933. 
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Item 6420-001-001--Cal ifornia Postsecondary Education Commission 

1. California Postsecondary Education Commission (CPEC). The Legislature 
directs the CPEC to conduct a study of the impact of student charges on 
public postsecondary education including recommendations for state policy 
on issues regarding: (a) the activities that shall be .funded with revenues 
from student charges, (b) the impact that student Charges at one segment 
have on other segments, (c) the appropriate level of student charges for 
each segment, (d) the level of additional financial aid required to main- 
tain sJjKlent access at various level of student charges, and (e) any 
additional issues recommended for further study from the ACR 81 study Con- 
ducted pursuant *to Resolution Chapter 23, Statutes of 1982. 

The CPEC shall conduct this study with the advice and participation of a 
student from each public postsecondary segment appointed by the 
appropriate student organization; a representative from the administra- 
tion of each public postsecondary education segments appointed by the 
chief executive of each of the segments, a faculty representative from 
each of the public postsecondary segments, appointed by the' faculty 
governing body of each of the segments, and a representative each from the 
Legislative Analyst, Department of Finance, and the California Student Aid 
Commission. The study shall be submitted to the Legislature not later 
than 12/1/82. 



3. The Legislature directs the CPEC to develop recommendations for: 

(1) the establishment of tuition charges for postbaccal aureate students 
and (2) the provision of appropriate levels and kinds of student finan- 
cial aid to offset tuition charges for postbaccal aureate students with 
demonstrated financial need. Consideration should be given to: (1) re- 
lative costs of different graduate programs, (2) remuneration for gra- 
duates of different postbaccal aureate programs', and (3) alternative 
payment structures and financial aid mechanisms, including waivers and 
deferrals for public service. The CPEC shall oonduct this study using 
the advisory structure currently in place for consideration of issues 
related to student charges, student financial aid, and access to post- 
secondary education. The study and recommendations shall be* submitted* 
to the Legislature not later than 12/1/82. 
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